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Principles of Economics. By N. G. Pierson, translated from the 
Dutch by A. A. Wotzel. Vol. I. London, Macmillan & Company; 
New York, The Macmillan Company, 1902. — xxx, 604 pp. 

The translation of the first volume of the Principles 0} Economics 
by Dr. Pierson, the distinguished Prime Minister of Holland, makes 
available for English readers a work which already enjoys an inter- 
national reputation. Vol. II, of which the revised Dutch edition ap- 
peared only last year, is expected to follow in its English dress in due 
time. Until it, too, is available for review, any criticism of the work 
must be tentative and incomplete. 

The first point about the book to strike the American reader is the 
unusual arrangement of its material. Parts I and II, which consti- 
tute Volume I, treat not of Consumption and Production, but of Value 
in Exchange (including Distribution) and Money. This relegates to 
the second volume Part III on Production, and Part IV on The Rev- 
enue of the State. The author justifies this plan of treatment on the 
grounds that all of the intricate problems of economics result from 
the system of exchange and that, for this reason, the latter must be 
explained before other parts of the subject are considered. In the 
reviewer's opinion this justification is insufficient. The truth is that 
all of the phenomena of economics are so closely related that a syste- 
matic writer on the subject is confronted by a task analogous to that 
of finding the beginning of a circle. At whatever point he breaks in, 
he is compelled to deal with questions that can be fully answered only 
after the whole field has been surveyed. The problem for the author 
of a complete treatise is, therefore, to take up first those relations 
which are at once most fundamental and most elementary, and to 
pass by easy stages to other relations which are either of greater 
complexity or are bound up with changing industrial institutions. 
We can only determine whether Dr. Pierson's method satisfies these 
requirements after having reviewed the contents of the volume under 
consideration. 

In addition to the four parts spoken of there is a forty-page intro 
duction to the whole work which indicates very happily the author's 
point of view and style of treatment. The discussion of the scope and 
method of economics, of its relation to other sciences and of the nature 
of economic laws is characterized by conservative and, on the whole, 
sound judgment. The author excludes consumption from economics 
on the common-sense ground that as a matter of fact treatises which 
include consumption find little or nothing to say under that head which 
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might not be more profitably said in some other connection. Although 
this contention as regards general treatises is perhaps justified, ac- 
quaintance with the writings of Professor Patten on the subject of 
consumption at least encourages the hope that there is enough in this 
field to justify its separate treatment. Certainly the general consen- 
sus of opinion among American economists is favorable to its inclu- 
sion as a distinct part of economics. The author's unwillingness to 
accept the conventional distinction between economics as a science 
and economics as an art is based also upon a common-sense view of 
the matter. He points out that statements in the indicative mood of 
the line of conduct which is economically desirable (science) do not 
need to be translated into statements in the imperative (art) to con- 
vey their lesson. In his opinion there is, properly speaking, no art 
of economics, for the simple reason that material welfare is too narrow 
a criterion on which to base prescriptions as to social policy. The 
art that is needed is what Germans call Socialpolitik, which bases its 
prescriptions on the principles supplied, not by economics alone, but 
by all of the social sciences. It may be objected to Dr. Pierson's 
contention that he fails here to recognize the distinction between eco- 
nomics as an abstract, deductive science and economics as a study of 
economic problems in the light of the conclusions of abstract science. 
Although the distinction between economics as science and economics 
as art may be valueless, a distinction between pure economics and 
practical economics would seem still to serve a useful purpose. But 
these criticisms refer to minor features of the Introduction. As 
a whole it serves admirably to present the considerations which 
ought to be brought to the reader's attention at this first stage of his 
study. 

Part I on Value in Exchange is divided into seven chapters, treating 
respectively of the Origin of Value in Exchange, the Rent of Land, 
the Rent of Houses, Interest on Capital, the Profits of Entrepreneurs, 
the Wages of Labour and Prices. In his treatment of value and dis- 
tribution, the author shows at every point the influence of the Aus- 
trian school. Menger's Volkswirthschajtslehre he characterizes as 
" one of the best works on political economy which have appeared in 
the German language." His references to von Bohm-Bawerk are 
equally laudatory, and in his treatment of interest he follows closely 
the plan marked out by the latter author in his Positive Theory oj 
Capital. Although so appreciative of the work done by the Austrian 
economists, Dr. Pierson is at the same time loyal to the English clas- 
sical writers. His references to Ricardo, especially, give evidence of 
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the high opinion which he entertains for that author. Thus there is 
presented in his work, as in Professor Marshall's Principles of Eco- 
nomics, a reconciliation of the theories of the classical economists 
with the latest suggestions of the writers of the Austrian school. If 
the result is not always satisfactory in details, it at any rate gives to 
the treatment of each problem a breadth which is grateful after the 
hair-splitting and destructive criticism which has been so conspicuous 
a characteristic of the economic literature of the last generation. 

Quite as commendable as the author's breadth is his simple and 
luminous style. As statesman and man of affairs, Dr. Pierson com- 
bines with his mastery of the subtleties of economics full knowledge 
of actual business and political conditions, and the result is a work 
which may be compared even with The Wealth oj Nations. It has 
the same discursive quality which made Adam Smith's book popular- 
Combined with this characteristic is the same happy gift of illustration 
which was possessed by the " father of political economy," and the 
same power to lay bare the misconceptions of the average practical man. 
The close relation between the work and the questions which interest 
men of affairs is indicated by the space given to different topics. Thus, 
the question of the causes which determine the rent of houses, which 
is usually dismissed in a few sentences, or at most paragraphs, in 
treatises on economics, is accorded a special chapter of nearly fifty 
pages; while the subject of wages, which is so often treated in an ab- 
stract way, is discussed with special reference to the influence of strikes, 
labor unions, labor-saving machinery, etc., in a chapter of nearly one 
hundred pages. 

The author's treatment of money compares favorably with any- 
thing to be found even in special treatises on this difficult topic. His 
acute criticism of the use of index numbers as a means of tracing price 
changes, which first appeared in the Economic Journal, is summar- 
ized as justification for the view that general price changes can be 
only roughly measured and that the principal service of price statis- 
tics is to throw light on the changes in the prices of particular com- 
modities. In his discussion of money he takes up the gauntlet thrown 
down by modern critics of Ricardo and reasserts the quantity theory 
(or, more properly, the demand-and-supply theory) as the only one 
which at once explains the phenomena of the market-place and sat- 
isfies the reason. His breadth of view is shown by his admission that 
could international bimetallism have been introduced in 1873, i* would 
have served a valuable purpose, coupled with his earnest advocacy of 
gold monometallism as the policy now to be desired for all countries. 
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His treatment of foreign exchange is particularly full (fifty pages) and 
leaves little to be desired even by the specialist. 

Notwithstanding its conspicuous merits, Dr. Pierson's volume fails 
to supply the reader with that clear view of the influences which 
determine values, prices, and the shares in distribution which is beyond 
question in the mind of its author. In the reviewer's opinion this is 
because of the departure already noticed from the usual arrangement 
of the material. To the trained economist the statement that the 
amount of wealth to be divided between rent, interest, profits, and 
wages depends upon the amount of wealth that is produced is trite, 
but it is a truth that cannot be too strongly impressed upon the be- 
ginner. It is true, as Dr. Pierson insists, that modern production re- 
volves about the system of exchange, but the essential elements in that 
system may be described, in so far as such familiar facts require 
description, in an introductory survey of the field of economics. If 
this is not followed by a brief discussion of consumption, as the goal 
of economic activity, it ought, in any event, in the reviewer's judg- 
ment, to be followed by an account of the influences, natural, legal 
and personal, which determine the volume of wealth that is produced, 
and whose division is the special problem of distribution. Only in 
this wise can the fundamental relation between production and distri- 
bution be placed in so clear a light as to defy misconception. 

The theory of distribution which Dr. Pierson presents is the so- 
called exchange theory, so ably defended as regards interest by von 
Bohm-Bawerk. Although logically unassailable so far as it goes, this 
theory, in the reviewer's opinion, needs to be supplemented by the 
productivity theory to afford a complete explanation of the phenom- 
ena of distribution. This is a second reason why the postponement 
of the treatment of production to the second volume seems unfortu- 
nate. In consequence of it, Dr. Pierson has committed himself to 
statements, e.g., that "the lowering of wages, of itself, reduces the 
amount of capital required " (p. 224), which are more in harmony 
with the wages-fund theory which he himself repudiates, than with 
the clear understanding of the true relation between the product of 
labor and the wages of labor which he displays in other parts of the 
book. If, as Professor Clark maintains and as the reviewer believes, 
the normal laws of distribution in a freely competitive society give 
to ach factor a share of the product corresponding to what it has 
itself produced, no treatise which discusses distribution as the first, 
and production as the third, part into which the subject-matter of eco- 
nomics is divided, can hope to do full justice to the problems considered. 
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In spite of this serious defect, the volume under review compares 
favorably with similar treatises already available in English. As Pro- 
fessor Edgeworth said of the Dutch edition — and the statement ap- 
plies even more to American than to English readers — " there is a 
quality in the work which is probably demanded by our public more 
than much of the home-made article." It is a matter for congratu- 
lation that the task of translation has been so admirably performed 
that this quality has been fully preserved. Nor has the translator 
contented himself with a mere rendering of the original text. He has 
added the latest statistical information at every point, so that the book 
has many of the merits of a new edition. The appearance of the 
second volume is awaited with keen interest. 

Henry R. Seager. 



State Experiments in Australia and New Zealand. By William 
Pember Reeves. 2 vols. New York, E. P. Dutton & Co., 1903. 
— 39 T > 3 6 7 PP- 

To students of practical economics, Mr. Reeves's work will prove 
one of the most instructive and suggestive that have appeared in the 
last decade. Every one is interested in Australia and New Zea- 
land — a part of the world where is found a purely English popu- 
lation, largely emancipated from the traditions that play so impor- 
tant a part in the economic policy of the mother country. We have 
long known that radical social experiments were being carried on 
there; visitors to the antipodes like Henry D. Lloyd and M. Metin 
have given us their impressions of the success of these innovations; 
newspaper correspondents have furnished accounts colored to suit the 
taste of readers. In the work under review we are given a full de- 
scription of the entire situation by a man who has played an important 
part in conducting the social experiments with which he deals. And 
the general tone of his discussion is so frank and dispassionate that 
even those who are hostile to the policies involved will be compelled 
to accept all statements of fact as valid. Nor does Mr. Reeves 
confine himself to a mere description of conditions in New Zealand 
and Australia; he constantly bears in mind the appli cation of the re- 
sults achieved there to the conditions of older countries, with which he 
shows himself thoroughly familiar. If in so doing he has laid himself 
open to criticism which he would otherwise have avoided, he has 
greatly enhanced the value of his work for those whose chief interest 
lies in the reform of social conditions in the great industrial nations. 



